The CIIF, International Center for Financial Research, is an interdisciplinary center with an international outlook and a focus on teaching and research in finance. It was created at the beginning of 1992 to channel the financial research interests of a multidisciplinary group of professors at IESE Business School and has established itself as a nucleus of study within the School's activities.
Introduction
In this paper, we quantify shareholder value creation for 276 American companies. We provide each company's created shareholder value for years 2001, 2000, 1999, 1998 and 1993-2001 . The market value of the 276 companies was 8.7 trillion dollars.
In section 1 created shareholder value is defined. Section 2 has the ranking of created shareholder value for the 276 companies. In section 3 we claim that EVA does not properly measure Wealth Creation.
We have compared the EVA calculated by Stern Stewart and Co with the created shareholder value of 269 companies. The correlation of EVA with created shareholder value was only 17.66%. 60 companies had negative EVA and positive created shareholder value. 64 companies had positive EVA and negative created shareholder value. On average, the difference of shareholder value creation minus EVA was -434% of EVA. The absolute value of the difference of shareholder value creation minus EVA was 8972% of EVA. With this evidence, we conclude that EVA does not properly measure Wealth Creation.
Definition of created shareholder value
We define shareholder value created following Fernández (2001) . To obtain the created shareholder value, we must first define the increase of equity market value, the shareholder value added, the shareholder return, and the required return to equity.
The equity market value of a listed company is the company's market value, that is, each share's price multiplied by the number of shares. The increase of equity market value in any one year is the equity market value at the end of that year less the equity market value at the end of the previous year.
Shareholder value added is the term used for the difference between the wealth held by the shareholders at the end of a given year and the wealth they held at the end of the previous year.
The shareholder value added is calculated as follows:
Shareholder value added = Increase of equity market value + Dividends paid during the year -Outlays for capital increases + Other payments to shareholders (discounts on par value, share buy-backs...
.) -Conversion of convertible debentures
The shareholder return is the shareholder value added in one year, divided by the equity market value at the beginning of the year.
Shareholder return = Shareholder value added / Equity market value
The required return to equity is the sum of the interest rate of long-term Treasury bonds plus a quantity that is usually called the company's risk premium and that depends on its risk.
Required return to equity = return of long-term treasury bonds + risk premium A company creates value for its shareholders when the shareholder return exceeds the share cost (the required return to equity). In other words, a company creates value in one year when it outperforms expectations.
The created shareholder value is quantified as follows:
Created shareholder value = Equity market value x (Shareholder return -Ke)
As we already saw that the shareholder return is equal to the shareholder value added divided by the equity market value, the created value can also be calculated as follows:
Created shareholder value = Shareholder value added -(Equity market value x Ke) Consequently, the value created is the shareholder value added above expectations, which are reflected in the required return to equity. Table 1 shows in simplified form the relationship between three variables which are sometimes confused: increase of equity market value, shareholder value added, and created shareholder value. 
Shareholder value creators
Exhibit 1 has the ranking of created shareholder value in 2001 , 2000 , 1999 and 1998 . In 2001 Microsoft was the top shareholder value creator and Cisco was the top shareholder value destroyer. In 2000 Phillip Morris was the top shareholder value creator and Microsoft was the top shareholder value destroyer, but in 1999 the opposite happened. Table 2 shows the top ten value creators and value destroyers in 2001, 2000, 1999 and 1998 . 
EVA does not properly measure Wealth Creation
We have compared EVA calculated by Stern Stewart and Co (1) with created shareholder value. Figure 1 shows EVA and created shareholder value for 269 companies in 1999. Exhibit 2 contains the data for each company (2). The correlation of EVA with created shareholder value was only 17.66%. 60 companies had negative EVA and positive created shareholder value. 64 companies had positive EVA and negative created shareholder value.
Exhibit 2 shows that, on average, the difference of shareholder value creation minus EVA was -434% of EVA. The absolute value of the difference of shareholder value creation minus EVA was 8972% of EVA.
With this evidence, we conclude that EVA does not properly measure Wealth Creation. 
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